This study investigated any possible financial attributes of the CDS spreads of a firm belonging to financial industries headquartered in the Republic of Korea. There were few studies on this issue, especially for the firms located in emerging capital markets. Coupled with the models such as a multiple regression and a principal component analysis(PCA), this research has identified that only two explanatory variables such as SLOPE and INTER3 (i.e. interaction effect between the BETA and the SLOPE) consistently showed their statistically significant influence on the CDS spreads through the 'selected' model without and with applying a stepwise regression procedure for the robustness. Given the rapid developments of sophisticated financial derivatives, this study may suggest a valuable insight to foreign and domestic investors to identify the possible determinants of CDS spreads at the firm-and/or the industry-level. 
interval like an insurance premium until a credit event (i.e., bankruptcy or unexpected credit problems), or until the maturity of the swap contract. In terms of the option structure, a protection seller of CDS may take a put option writer on the underlying assets of CDOs.
The use of CDS as collateral pools in CDOs could
give the same payoff profile as cash assets but did not require the upfront cash funding for buying the traditional collateral asset pools. Furthermore, using CDS as opposed to cash bonds gave CDO managers in Wall Street the freedom to securitize any cash flows without the need to locate, purchase, or own the specific collateral asset pools prior to CDO issuance.
With the development of synthetic CDOs, the CDS million from C, who is the protection seller of the particular CDS. However, this useful financial innovation to hedge against credit risk may turn into speculative tools, as many speculators such as hedge funds, purchased B's CDS, even without any credit exposure to the investment bank. As the demand for the CDS drastically increases, its premium or spread should go up from, say, 150 BP to 500 BP or even higher, resulting in the harsh day for C to get financing in the domestic or even global capital markets [7] . That is, the possibility of B's default seems to be evaluated higher than its original credit risk in terms of CDS premium, which may result in a credit crunch to affect all the market participants. The study by Wheelock & Wilson [11] found that cost efficiency reduced the probability of being acquired, all else equal. Inefficiency may discourage potential acquirers because of the costs of reorganizing an inefficient bank, or because inefficiency might signal hidden problems with the bank's operations. They also found that, after controlling for other determinants, the lower a bank's capitalization, the greater the probability that it would be acquired. The probability of failure was higher for managerially inefficient banks, as reflected in measures of both cost and technical inefficiency. Knapp et al. [14] investigated the post-merger performance of bank holding companies (BHCs) during the studied period of 1987 to 1998. They described that the period between the late 1980s and the early 1990s was a difficult time for the U.S. economy and banking industry, compared to the late 1990s. In this study, they found that merged institutions are shifting funds from securities to loans, but this shift is not enough to offset the weakness in fee income. More importantly, they suggested that credit-quality is the most significant factor explaining the post-merger decrease in performance e(ROE).
II. Review of the Previous Literature
Poor generation of non-interest income also contributes to the underperformance of the BHCs. (2012) three-year Korean treasury yield, spread between K o r e a n f i v e -y e a r a n d three-year bond yields First, the sample firms should be included in the population of Bloomberg Database and NewKisValue whose population is domestic firms in the Republic of Korea. Second, all of the data for each corporation should be available for at least 2 years from the year of 2009 to 2010. Third, manufacturing industries including regulated ones, were not included in the sample. Fourth, the method of linear interpolation was utilized to obtain daily based estimates if necessary, as also utilized in Blanco [20] and Greatrex [21] . In the previous literature, most empirical tests on the determinants of CDS spread were carried out, based on either the 'CHANGE' or 'LEVEL' of the CDS spread as a dependent variable(DV). However, there may be a controversial issue to be considered, when selecting the DV between the two definitions as also described in Kim [22] . In other words, the latter may face econometric problems such as the violation of stationarity assumption in the time-series analysis.
III. Data Collection and Methodologies

Data Collection
"The focus of this study is on changes in CDS spreads as opposed to levels, because stationarity tests find CDS spread levels to be non-stationary, while CDS spread changes are stationary. Thus, focusing on spread changes is important from a statistical point of view to avoid spurious regression inferences." in Greatrex [23] . For a cross-checking purpose, another dependent variable(DIFF) with two-lagged time difference, was also utilized to reduce any possibility of non-stationality and As for new explanatory variables of the PCA in this study, seven IDVs such as BETA as a proxy for systematic risk, PFT2 as for profitability, GROWTH1
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for growth rate of total deposits to total liabilities, TYIELD3 for risk-free interest rate, VOLATILITY for business risk, MVE for market capitalization, and EFF2 for operating efficiency, were finally employed in this model. [ Table # ] Statistically significant IDVs at the 5% level [ 
Interpretations
Since major methodologies with a spectrum of Table 8 ]. An interaction or cross-product term in a regression model was primarily employed to find the marginal propensity of one variable, dependent upon the other variable consisting the (same) corresponding interaction term. (Ramanathan[43] ).
While the mean response in the regression model when SLOPE was constant, was still a linear function of BETA, both the intercept and the slope of the function change, as the level at which SLOPE was held constant, was varied, and vice versa, as theoretically described in Neter et al. [44] . While Abid & Naifar [45] found that the systematic risk of a firm was not found to have an influence on the CDS premia, this variable showed its statically significant effect on the spreads for the Korean manufacturing firms as presented in Kim [46] . One of the unique attributes characterizing financial institutions in comparison with firms belonging to manufacturing industries, may be financial aspects in terms of total deposits or core deposits classified into total liabilities in the financial statements. In this study, the growth rate of a sample financial firm was defined as the ratio of total deposits to total liabilities, since larger deposits in size and proportion than their counterparts may well be one of the essential factors forecasting the higher growth rate for each financial entity or organization, as also presented in Kim [54] .
In this study, the growth rate (GROWTH1) with its coefficient of 0.602269 showed its explanatory power as the most important factor comprising the CDS spreads, as presented in [Table 6 :PC1].
The independent variable to measure the management ability of a sample firm was proxied by the ratio of charge-off to loans(MABLE), which showed its statistically insignificant effect on the DVs of CDS spreads as in [ Table 5 
